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OATH OR AFFIRMATION
], _William Marshall » swear (or affirm) that, to the best of

my knowledge and belief the accompanymg financial statement and supporting schedules pertaining to the firm of
First Winston Securities, Inc.

: , as
of __ December 31 ' » 20 04 _» are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

. N/ "/ 44 /
7 T podb T fated

4 : Signature
AN " DAYVIE COYL T INC e
'} $';r\, arzsion Dypire 1;“: K&Q /ﬁ FW?"'/
SR M\NMW
Title
<; V @mf) ZQ\ZI é&W
Notary Pubhc

ThlS report ** contains (check ‘all applicable boxes)
® (a) Facing Page. .
. (b) Statement of Financial Condition.
X (c) Statement of Income (Loss). :
{d) Statement of Changes in Fmancxal Condmon -
(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capxta]

(f) Statement of Changes in Liabilities Subordmated to Clalms of Creditors.
(g) Computation of Net Capital.

®

%

&

&

O (h) Computation for Determination of Reserve Requirements'Pursuant to Ruile 15¢3-3.
X

a

0

2

-

'

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3 3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

(1) An Oath or Affirmation. -
{m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material madequacxes found to exist or found to have existed since the date of the previous audit.
X (o) Independent auditor's report on intermal accounting control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

Name (If individual, state last, first, middle name)

Butler & Burke, LLP, CPA's [ 70 |
ADDRESS Number and Street City State Zip Code
100 Club Oaks Court, Suite A Winston-Salem, NC 27104
' [ ] [ 12 [ 73 | [ 74 |
Check One
(xX) Certified Public Accountant .
‘ " FOR SEC USE
() Public Accountant ' -

() Accountant not resident in United States or
any of its possessions -

DO NOT WRITE UNDER THIS LINE ... FOR SEC USE ONMLY

WORK LOCATION REPORT DATE DOC. SEQ. NO. CARD
: MMIDDIYY o o
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Stockholders and Directors
First Winston Secuirities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying statement of financial condition of First Winston
Securities, Inc. as of December 31, 2004, and the related statements of income (loss),
changes in ownership equity, changes in liabilities subordinated to claims of general
creditors, and cash flows for the year then ended. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of First Winston Securities, Inc. as of December 31, 2004,
and the results of its operations and its cash flows for the year then ended in conformity
with U.S. generally accepted accounting principles.

Gurlu ¢ Queke LLP

Winston-Salem, North Carolina
January 13, 2005




PART il

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

gROKER OR DEALER

First Winston Securities,

Inc.

N

21

1 ] 1, 1.

}  Cuash
2 Cush seqreqated in comphance with

federal and other regulations ., .. ... ... ..
3. Reccwable trom birokers or dealers
and clearing organizations:
A. Failed to deliver:
i. ‘Includable in "Formula for Reserve
Requirements’™ ... ... ... it
2. Other
B. Securities borrowed:

1. Includable in “"Formula for Reserve
Requitements’ ... i in e inn...
2. Other
C. Omnibus accounts:

1. Includable in ““Formula for Reserve
Requirements’ ... . . i
2. Other
0. Cleaning organizations:

1. Includable in "Formula for Reserve

Requirements”™ ... oo oo
2 Other . i e
E O ther . . i e s
4 Recewvables from customers:
"A. Secunibes accounts:
1. Cash and fully secured accounts . ......
2. Partly secured accounts . ...
3. Unsecured @ccounts o vvvn e oo en o
B. Commodity aCCOUNts. c.vvven et
C. Allowance for doubtful accounts.........
5. Recevabiles Irom non-customers:
A. Cash and fully secured accounts .......:.
B. Partly secured and unsectred accounts ... .
6 Secunitics purchused under agreements
to reselt ...........................
7 Secutilies and spot commodities owned,

at market value.
A. Bankers acceptlances, certilicates of
deposit and commerciat paper . ... ... .
8. U.S. and Canadian government
OblQALIONS o oo v v i ee
C. Siate and municipal guvernment
obligations

D Corporate obhgations

Ve?

STATEMENT OF FINANCIAL CONDITION

As ot (IMM/DD/YY) .

12/31/04

[o9]

SECFILENO. _ 8-38999

s8]

Consaolidated 198
Unconsolidated 199
ASSETS
Allowable Nonallowable ~Totul
Ts 596,912 [Z00] s__ 596 912 [7s0
105,408 [z10] 105,408 _[760
220 N
230 - 770
240 .
250 780
260
Y 270 790
280
290
300
50 [310
320 560
570
330 | — 580 P
! )i 335 | | )| 590 50 [-BZQ
340 i o
350 600 M
360 |7 605 ' ,l'_@
370
15,31 ) {380
560, 944 | 390
M 400

See accompanying notes to financial statements.
6
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART |l

BROKER OR DEALER

First Winston Securities, Tnc

as of .

71243104 5

8
9.

STATEMENT OF FINANCIAL CONOITION

ASSETS
Allowable Monallowable
E. Stocksandwarrants ................. Ts - 40,800 410
F.o Options ... i 420
G. Arbitrage. ...... e ’ 422
H. Othersecurities . o oo vvevnr e, 424
I. Spotcommodities .. ......ovuinn.... _ 430

Securities owned not readily marketable:
A AtCost 1§ {130] B
B. Atestimated fairvalue ............... DAO $

4

610 860
Qther investments not readily marketable:
A. AtCost ..% [1a07]
B. Atestimated fairvalue ............... 450 620 T ﬁm
_ Securities borrowed under subordination agree-
ments and partners’ individual and capital
securities accounts, at market value: .
A. Exempted
-securities . .3 . 150 )
8. Other ....$ 160 | 460 630] 880
Secured demand notes-
market value of collateral:
A. Exempted
securities . .3 170 .
8. Other ....g 180 470 540 7" [890]
Memberships in exchanges:
A. Owned, at market
value. . ... $ [Tm
B. Owned a1 cost . v oo v iienan rﬁ_@

C. Contributed for use of company,

BUMArket value .o oo e M 660 1900
Investment in and receivables [rom
atfitiates, subsidiaries and e e e
as50ciated PartAerships « o vv oo vrvn.a 480 670|,, - T L - 910
Property, turniture, equipment, leasehold
improvements and cights under
lease agreements:
At cost {net of accumulated ) ) 1_ _j
depreciation and amortization) ... ..... . : 490 ?r, 728 680 2=728 920
Other Assets:
A. Dividends and interest receivable. ... ... . 10 ’ 076 500 630
B Free shipments «oovvveeneeeennancnn - 1510 700
C Loansandadvances................. . 520 7100 e e
D Muiscetlaneous M 530 1m 331 720 I : - ‘. 939
TOTAL ASSETS ..o venn R 1,329,500 1540 ,'.S 13,059 740| 1.342.559 1 940

See accompanying notes to financial statements.

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

*Brokers or Deaters electing the alternative net capital requirement method need not complete these columns,

See accompanying notes to financial statements.

OMIT PENNIES

BASIC FILERS ONLY

Page 7

PART Il
BROKER OR DEALER v asof ~_ 12/31/04
First Winston Securities, Inc.
STATEMENT OF FINANCIAL CONDITION
l LIABILITIES AND OWNERSHIP EQUITY
Al Non-A.L

I Liabilities Liabilities « t.iabilities * 'I:Et_a_!
17. Bank loans payable:

A. includable in “"Formula for Reserve o o _

l ReQUItEmMEntS™ o .ooeeesnneeennnennn $ 1030] ¢ 1240 s 0 TR Tago.
) B, OWNBI ottt e 1040 1250 1470
18. Scéu:iues sold under repurchase agreements . . 1260 1480

llg, Payable to brokers or dealers and

ciearing 0rganizations:
A, Faled to receive:
1. includable in "Formula for Reserve
Requirements’” . .. covu v 1050 1270 1490
2. Other . ..o i s 1060 1280 150(3_
8. Secutities loaned:
1. lactudable in “‘Formula for Reserve )
Requirements”. . ... v 1070 "‘ - _1
2. OHREI L ot y 1080 [1290] 1520
C. Omnibus accounts:
1. Includable in "Formula for Reserve
Requirements” . . ... v iiieean. 1090 1530
20 OWNEr . ot e 1095 Y [1300 | 1540
D. Clearing organizations:
1. Includabie in ““Formula for Reserve
Requirements’™, ... e 1100 1550
2 Other L e 1105 1310 1560
E. Other Lo i 1110 1320 1570
20. Payable to customers:
A. Securities accounts -including free credits ) .
' of ..., Ts [s50] 1120 2 - 1580
B. Commodities 3CCOUNTS o\ vvcernnnss. M 1130 l 1330J 1590
21. Payable 10 non customers: '
A, SecuUrties CCOUNTS . v v v vaesosanvonn 1140 1340 E 1600
B. Commodities 3CCOUNES « o\ vvvevnnnnnn. 1180 1350 1610
22. Securities sold not yet purchased at market
value - including arbitrage
of i s o [e60] [13s0] " [1620]
23. Accounts pay.;ble and accrued liabilities
and expenses: .
A Draftspayable. .. ..veeeneeinnironns 1160 ot 1630
B. Accountspayable .. ... oevv i 356 1170 : 356 i 164-0_
C. Income taxes payable « . oovirrernaennn 1180 MR St 1650
D. Delerred income 1axes. v oo vvev e e 7'0 J 137°J . 1660
E. Accrund expenses and other liabitities. ... 1190 - | 1670 |
R o U M 1,032 |1200 [1380] - = 1,032 |1s80
76




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
) PART H
BROKER OR DEALER asof __12/31704 ~ 7"
First Winstonh Securities, Inc.

STATEMENT OF FINANCIAL CONDITION

LIABILITIES AND OWNERSHIP EQUITY (continued)

Al Non-A.l
Liabilities Liabilities » Liabilities » . Total
Notrs and mortgages payable:
A Unsecured oo e $ 1210 g i ST ":’f
B Securet . ... T 1211 | s [1390] e 1700

Liabihties subordinated to claims of

general creditors:

A. Cashborrowings ... ......... .. ...... | 1400 l R WI_O—
1. from outsiders ,‘:5 l 970 I

2. Includes equity subordination {15¢3-1 (d)}

ol ....... $ 980 o
B. Securities borrowings, at market value; ) . | 1410 I S
from outsiders $ .| 990
C. Puisuant to secured demand note e e,
collateral agreements; « v vvvuv e v nn oo l 1420] Yoo o '
1. from outsiders $ 1000 :
2. lncludc‘s equity subordination {15c3-1 (d}))
ot ... 3 1010
D. Exchange memberships contributed for . S
use of company at market value . ....... ,‘; . l 1430 l e ey
E. Accounts and other borrowings not e g e v o
yuahlied for net capital purposes ....... 1220 1440 S R N1
TOTAL LIABILITIES . ... ........ s 1,388 1230 J ¢ 0 ' liese] s . "'1":,'-;‘35;‘-‘ 1760

Ownership Equity

T T T TR 1Y o7~ Y $ [h770
Partnership- limited

partners .. ... $ 11020 ] ....................................................... I 1780

Corpnration: —
AL PLOIRIrET STOCK 4 v v et ee e s et e ettt e e e e e e e 1791
B COMMON SI0CK & o oy ottt ettt e e e ettt e et e et m e e e e et e e e e y - 247,659 1792
C. AAITIONE! PAId-IM CDIAL « vttt ettt ettt e e e e e e e e e e 1793
B REIUINBG BAIMINGS o ot et vttt e e et e e e e e e 798,312 1794
L3 1= 1,}41;171 1795
F o Less COPItal STOCK IM LIEASUIY . o v vt tv et e et et b e e b a et e b sttt e e e ( 1726

TOTAL OWNERSHIP EQUITY ..ottt ettt ettt ettt ettt $ 1,341,171 1800

TOTAL LIABILITIES AND OWNERSHIP EQUITY o0\ttt ttttt et et $ 1349 559~ 1810

OMIT PENNIE

*Brokers or Dealers electing the alternative net capital requirement method need not complete these ¢columns,

BASIC FILERS ONL)

17$ee accompanying notes to financial statements. n ' Page 8




I PART 1Il—FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
BAOKER OR DEALER For the period (MMDOYY) 1dm ¥, 11 /01 /04 | 39”_'"12[31/04 3933
. First Winston Securities ’ Inc. Number of months included In this statement T 3931
REVENUE STATEMENT OF INCOME (LOSS)
1. Commisslons: )
a. Commissions on transactions In listed equlty securllies execuled on an exchange ........ocvuiuiiaenrnnnnrnnin. $ 3935 )
l b. Commissions on lransactions in exchange lisled equily securities execuled over-the-Counter..... ..o vvveevunaes, 2937
c. Commissions on listed oplion 1ranSaClioNS L. ...ttt it iie it iiiarae st eeans 3938
d. All other securilies COMMISSIONS L. vt irirriiiirenisunssnnns e e et e e e e ety ,', 3939
I 8. Total SECUTIIES COMMISSIONS L.ttt i ettt tss e s asaaotoanareeenoersaasonoensenacaensnnanans : 3940
2. Gains or losses on firm securlties lrading accounls
a. From marke! making in over-the-counter equUity SECUTHIES ... .. iuiiirnietriiterennnneatenunnnoeeneeneanns ra'sT?]
l i. Inctudes gains or (losses) OTC market making in exchange listed equity securities [_3?4-51
b. From trading In debl securilies ... .. ittt iiir i et et ]_ _376. 492 3944
¢. From market making in options on a national securities exchange ........... R N N 1945
d. From all Olher trading ..o ittt ittt it e ettt e an et o ne st ae et e et e e, 3949
' 8. Total galns ©r (10S588) . ... i i e e e i n s et e e ] 3950
3. Gains or losses on firm securities investment accounts
a, Includes realized gains (losses) ....... e
l b. Includes un_realized [ T e Y- >3-
¢..Total realized and unrealized gains (losses) AMEME 2952
4. Profils or (losses) from underwriting and Selling GroUPS L. ... ittt i it et i i e et e (29 877) 3955
a. includes underwriting income from corporate eqully securities ..........cvvveuvnn. @ S
l 5, MATGIN FNIBTEST ottt ettt ettt ittt e e s te e ettt e e e n e e et e e e e e e et e e et e e et 3980
6. Revenue from sale of invesiment COMPaNY ShaIrES ... ... .. ittt et itieietrenreneraacnnnsostssesanenen 3970
7. Fees for account supervision, investment advisory and adminisifralive SEIVICeS ... ... u.iirenrrrerervrernennsnnos ' 3975
l 8. Revenue from reseavchsewices.........‘............; ......................... FE N 3360
Q. COMMOTINIES TOVOMUE ottt e et s ea et tie s ihe et s s tas et aneenneeaseaneeneeenerenesseuaneennesosronisorsnes 3990
10. Other revenue related to securities buSINesS ... .. ... i ittt iireiinirenn e eenn y : 3988
I T, O BT TBVBMUB ..ttt s ot sue e ot o ia e neeoasaesassanse aaosnensoasessntesetotoreneetateseteresaesiarensann 16.798 3995
12, TO0A) TEVBIMUG o it ittt itet et e vt aa e e e e e e e a e e e ana e te st e aae et ettt e e s 138‘;'?‘7% 4030
EXPENSES
13. PRegistered representalives’ compensalion ...... SRR e e $ 525.998 (4110 |
l14. Clerical and administrative emplOYEes’ EXPEMSES ...\ ...u\tvrune s etninnent ot et inate i errorasasasss . 145,890 4m
15. Salaries and other employment costs for general pariners, and voling stockholder officers ........ooovveereeninens 314.594 4120 i
a. Includes interest crediled to General and Limited Partners capiial accounts ........ [41_32J
I 16. Floor brokerage paid 10 certain brokers (56 delinilion) ... ... . i iirnir ittt ereasennrnroreessnssonnsesanarans 4055
17. Commissions and clearance paid lo all other brokers (see definitlon) ............. i r e N . ‘V, A4S
18. Clearance paid lo non-brokers {see definltion) ........ T 63,277 4135
l19 COMMUAICAIIONS L 14 ettt e teeettneetert ot as s ba b et e e s e nseasensannesaseesonensnsessansnenanionsunanens 61,878 4060
20. OCCUPANCY aNd eQUIPMENT COSIS ..t veneeunneenreneerrnraeensnnnnesan e e 30,087 4060
21, Promotlonal COSIS .. ..uuuuuiiiierretiiarnnonoiieennannans [P e [ S R 4150
22, IN1BTESE BXPONSO 4 \urevvrennercreenenaninnisnanereoeeaanas et e e e PN 7, 137 4075
I 8. Includes Irterest on accounts subject lo subordination agreements ................. @
23. Losses in error account and DAd GebIS L. .ititt ittt it 4170
24, Data processing cosls (including service bureau service Charges) ... .. iii i iiriiiranerreronnaenssssrennsrsoes 4188
|25. NON-reCUrtiNg CRArges .o vvvvvetee e e erenaananreesanans e et e e 4190
26. ReQuialory 18BS BNG BXDBNSEES .. .vvtu e erernorenernoscrueeniosonsanesssosasasnonneenns 4195
27, Other eXPeNSES . ... vvuvrereeerarioansarocronaiiirraaans .............................................. 4100
28, TOMEl EXPONSOS . \ervrvrrnrernnerannerte i e e e e 4200
lNET INCOME S
29. Income (loss) belore Federal income taxes and items below (item 12 less Item 28) - az10 ]
30. Provision for Federa!l income taxes (for parent only) ..ovuuivrervnnens Ceereeeen e Cebaieraera e, fererenenn 0 4220
l:n. Equily in earnings {losses) ol unconsolidated subsigiaries not included above ............. F . y ] 4222
a. After Federal income laxes of ...... et e, U @
32, Extraordlnary gains (I0SSBS) ...uvveeveneroreennnnersaniaronnnns e h et steaae e et 0 I 4224
I a. Alter Federal income laxes of ..... TR IEY teasans Cereieaeneenas e F“E‘ _
33. Cumulative ellect ol changes in accounting principles ............ et rieeee e S 0 4225 ‘}
34. Nel income (loss) after Federal income laxes and extraordinary items ........cvvvvvennn, e e ] 116' 532 4230 !
lMONTHLY INCOME eyl
35. Income {current month only) before provision for Federal income laxes and extraordinary items.........cooeeveeeen.$ 4211 |

See accompanying notes to financial statements.
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FINANCIAL AND OPEﬁATIONAL COMBINED UNIFORM SINGLE REPORT
-Capital Withdrawals

1.

2.
3.

4

/78

Equity Capital

A. Partnership Capital:

PART Il
BROKER OR DEALER __ . : . AT T TR C
First Winston SecurTE8Ffne 00! rom °
RECAP ’

Ownership Equity and Subordinated Liabilities maturing or proposed to
be withdrawn within the next six months and accruals, which have
not been deducted in the computation of net capital.

. GENEral ParInErs «ove ottt ettt e e e rs 4700
2. UMIIEEU o o e e e e e e e 4710 |-
T3 UNGSILUtEd POl . oo et e 4720
4. Other {descnbe Below) . . oottt i e e o e 4730
G, SOIE ProDriEtOrshI <ttt e e 4735
B. Corporation Capitall
1. COMIMON STOCK & ottt ittt ettt et ettt e s e e 4740
2. Prelerred S10CK « vttt e e e 4750
3. Retained Earnings {Dividends and Other). . ..o oot oo i ., M 4760
4. Other {describe belowl. oottt i e e e Lo e e - 14770
Subordinated Liabilities
A. Secured Denand NOTeS . vttt et et it e e i 4780
B. Cash SubOrdINatioNs v vttt e e e e e 4790
C. Debentures ...vvuvenn e nnennnnn. e e 4800
D. Other ldescribe below) ..ottt e e Do vE e e ] 4810
Other Anticipated Withdrawals .
AL BOMUSES . ot ittt e e e e e e e e 4820
8. Volunlary Coentributions 1o Pension or Profit Sharing Plans ................ .'u 4860
C. Other (JesCiibe BelowW) Lttt it ittt eiie sttt een ettt esonnsosoennnanena SR 14870

Description of Other

Balance, beginming OF PErIOT v vttt ittt e e e e e e
AL NETINCOME (1055) oottt ettt et te et e ettt e e s e e e et e e e e e e 116,532 | a250
0. Additions [Includes non-conforming capital of .......... e $ - 4262 ) 4260
C: Deductions {Includes non<conformingcapital of . .. ...t h e nenanees $ 4272 1) 191;&27 4270
Batance, end of period (From Item 1800} . .. . ... .. .. . i ittt i e s 1,341,171 - |4290
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CRED!TORS

Balance, Beginiing OF PEriOO ... v e vt u et e e e $ 0 4300
LT T T T 4310
L 0T T ( )} 4320

$ U -2t a330

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION}

s 1,416,266 4240

See accompanying notes to financial statements.

OMIT PENNIES



FIRST WINSTON SECURITIES, INC.
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2004

OPERATING ACTIVITIES
Net income $ 116,532
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 329
(Increase)/Decrease in operating assets:
Securities owned, net 719,562
Interest receivable 2,252
Other assets (10,381)
Increase/(Decrease) in operating liabilities:
Accrued expenses 394
NET CASH PROVIDED BY OPERATING ACTIVITIES 828,688
INVESTING ACTIVITIES
Purchase of property and equipment (1,531)
NET CASH USED IN INVESTING ACTIVITIES (1,531)
FINANCING ACTIVITIES
Repayment of secured short term bank loans, net (34,000)
Dividends paid (191.627)
NET CASH USED IN FINANCING ACTIVITIES (225.,627)
INCREASE IN CASH 601,530
Cash, Beginning 100,790
Cash, Ending $ 702,320
Supplemental cash flow disclosures:
Interest paid $ 7137
See accompanying notes to financial statements. Page 11



FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

First Winston Securities, Inc. is registered as a dealer pursuant to Section 15(b) of the Securities Exchange
Act of 1934. The Company deals primarily in municipal bonds and performs underwriting services only as a
participating underwriter. The Company's customers are generally located in North Carolina.

Securities Transactions

Securities transactions (and related revenues and expenses) are recorded on a settlement date basis,
generally the third business day following the trade date.

Securities
Marketable securities owned by the Company are valued at market value. Net unrealized gains and losses
are reflected in operations. Securities not readily marketable are valued at fair value as determined by

management.

Underwriting Service

Underwriting fees or expenses are recognized when the underwriting is completed and the income or
expense is reasonably determinable.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all short-term debt securities purchased
with a maturity of three months or less to be cash equivalents.

Receivables From and Payables to Customers and Dealers

Amounts receivable from and payable to customers and dealers represent the contract amount of securities
which have not been received or delivered by the settlement date.

Property and Depreciation

Property is recorded at cost. Depreciation is generally computed using accelerated methods over estimated
useful lives of five to seven years.

Income Taxes

The Company has elected to be taxed under the provision of Subchapter S of the Internal Revenue Code.
Accordingly, the financial statements do not include a provision forincome taxes because the Company does
not incur federal or state income taxes. Instead, its earnings and losses are included in the stockholders’
personal income tax returns and are taxed based on their personal tax strategies.
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FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

NOTE B: PROPERTY AND EQUIPMENT

Property and equipment is summarized as follows at December 31, 2004:

Vehicle $ 39,345
Leasehold improvements 1,905
Office furniture and equipment 60,038
101,288

Less: accumulated depreciation and amortization (98,560)
$ 2728

NOTE C: SECURED SHORT TERM BANK LOANS

At December 31, 2004, the Company had agreements with a bank to borrow funds of up to $20,000,000 as
needed on a secured basis to carry inventory and to cover failed transactions. Interest on these loans is
charged at LIBOR plus 2.5% (4.92%) at December 31, 2004. The loans are fuily collateralized by the
Company's trading inventory. No amounts were owed on these loans at December 31, 2004. The
agreements with the bank expire on May 30, 2005.

NOTE D: COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company enters into underwriting commitments and when-issued
contracts. At December 31, 2004, the Company expected no losses from such open commitments.

NOTE E: LEASES

The Company leases its office space under a noncancellable operating lease. Future minimum lease
payments under the terms of this agreement at December 31, 2004 are as follows:

2005 $ 7,704

Rent expense under this lease was $18,339 in 2004.
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FIRST WINSTON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE F: MINIMUM NET CAPITAL REQUIREMENTS

The Company, as a registered securities broker-dealer, is subject to the Securities and Exchange
Commission Uniform Net Capital Rule (Rule 15¢3-1). This rule prohibits a broker-dealer from engaging in
any securities transaction when its aggregate indebtedness exceeds 15 times its net capital, as those terms
are defined by the rule. At December 31, 2004, the Company had net capital of $1,292,303 which exceeded
its required net capital of $100,000 and its net capital ratio was .0011 to 1.
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SUPPLEMENTARY INFORMATION REQUIRED
BY SEC RULE 17a-5

Stockholders and Directors
First Winston Securities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financial statements of First Winston Securities, Inc. for the year ended
December 31, 2004, and have issued our report thereon dated January 13, 2005. Our audit was performed
for the purpose of forming an opinion on the basic financial statements taken as a whole. The information
contained in the schedules on the following pages is presented for purposes of additional analysis and is not
a required part of the basic financial statements, but is supplementary information required by rule 17a-5 of
the Securities and Exchange Commission. Such information, as applicable, has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

Bt ¢ Queig, LLP

Winston-Salem, North Carolina
January 13, 2005




l FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HI
l BROKER OR DEALER : asof 12741704770
First Winston Securities, Inc.
COMPUTATION OF NET CAPITAL
. I. Total ownership equity {from Statement of Financial Condition — 1tem 18000, . .. oo v oo, $°1 34117 " (3280
2. Deduct: Ownership equity notallowable for net capitel . ..o i i et e e e e e e { . i T; 3490
3. Total ownership equity Qualified 10r MBY COPIAL. v v e vttt et s e e e 13411717 13500
l 4. Add [
A. Liabilites subordinated to claims of general creditors allowable in computation of net capital - [3520°
8. Other {deductions) cr allowable credits (List) . ... . G I -7
5 Total capita) and allowable subordinated Habilities. ..o u vt e 1 3 191" {3530
l 6. Deductions and/or charges:
A. Total non-allowable assets from
Statement ol Financial Condition (NoteBandC) ........................ s 13,059~ 3540
I 1. Additional charges for customers’ and
NON-CUSIOMErS’ SECUMIlY BCCOUNTS L ot ittt it ittt e e e s [_3—55-@ :
2. Additional charges for customers’ and
NON-CUSTOMErS' COMMOBILY ACCOUMIS. . ottt vt sttt s e e eneneennnn 3560
I B. Aged fail-to-deliver: .. e e 3570
1. Numberofitems .. .......... e . - 3450
C. Agetf short securily differences-less
l PBSErvVE Of ot e $ 3460 | Y I 3580 [
numberofitems.................. 3470
D. Secured Uemand NOLE UEIICIENCY « v o vt s v e et e e e e s e e, I 3590 |
I E. Commodity lutures contracts and spot commodities
proprietary Capital €harges .. ... i e e 3600
F. Othe: deductions andfor charqes ... ........ 3610
G. Deductions for accounts carried under Rule 15¢3-1(a)(6), (a)(7) and (c}(2)(x} .. 3615
I H. Tolal deductions and/Or ChAMGES .\ttt ittt et en s ensunsarenostinasnesarsasnssossannsssensureroeness
7. Cther additions and/or allowable credits {List)
8. Net Capital belore haircuts on securities positions 3640
l 9 Harcuts on secunities: {computed, where applicable,
pursuant to 15¢3-1 (f) ):
A. CONtrociual SECUTITIES COMMITMENTS L\ttt rs e st e s ee e iseneennns 1,911~ 3660
B. Subordmated securilies BorroOWIngs . L.ttt i e e e 3670
I C. Trading and Investment securities:
1. Bankers' acceptances, certificates of deposit
300 COMMEICIAl PADBI .« v vt e v e e ettt e e e e e e te e enenes M 3680
l 2 U.S. and Canadhian government 0bligations . ..o vurue v rnnneeeaenaes ann 3690
3. State and municipal government obligations . ...t it e 2v ¥ 8'7_8 3700
4, COrPOrate OBIIGIIONS & v v v uettn et e e et ettt te e 3710
S, Stocks NG WaITANIS. L ittt it i e e e 64 120 3720
' 6. OPIIONS « o vt et et e e e e e 3730
7. Arbitrage .. ... e e e s e E 3732
B, OUher seCURITICS ittt et i e e . J': 3734
l D, UNUUL CONCENIIB IDN. + o s s e s e e e e e et e e e e e e e e e et 3650 .
[ 0 1YY O T 3736 { : , 809" . 374¢
LI TR O oY P Y SL?Q?,:-}QS oy 3rse
. OMIT PENNI!
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
' PART I

BROKER OR DEALER . as 0’-'_1*—2/31/04

First Winston Securities, Inc.. . ... . . o oo
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Parl A

11. Minimum net capital required (6-273% OF 1ine 10) .. .. . L e e S ¢

12 kunimum dollar net capital requirement of reporting bioker or dealer and minimium net capital requitement of ‘ o
subsidiaries compuled 1n accordance with Note (A) ... .. it ittt S ‘ 100 . 000 J75¢

13. Nel capita! requirement (greater of 1ine 11 0r 12) .. ... it e e e § ]_00_ 000 376C

14, Excess net capital (1ine 10 1885 13} L .o it e e e s 17192 ~|371¢C

15 Excess net capual at 1000°% {line 10 less 10% of tine 19} ... . ....... .. ...... PR '\ S 378t

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total Al. liabidities from Statement of Financial ConGilion ... ittt it e e e S
17. Add:

A. Dralls 1of immediate Credil ... ...ttt e et e e e e Ts l 3800!

8. Market value of secuities borrowed for which no

equivalent value is paid Of Credied . .. .. vttt i $ 3810
C. Other unrecorded amounts (LISt} ... . i TS Y 3820 |s 383
18. Deduct: Adjusiment based on deposils in Special Reserve Bank Accounts (15¢3-1 () (1) (vil)) ... .. oo s ‘ 383
19. Total aggregate indebl@dNeSS . ............ovoveriennnnn.. e - i " | 3sat
20. Percentage ol aggregate indebledness 10 netl capital (ling 19 < by fine 10) ...t ut it ineniiirinr e P 385t

21. Percentage ol Aggregale Indebledness lo net capital alter aniicipated capital withdrawals

{line 19 = by line 10 1ess Hem 4880 Page 1) L.t ittt ittt it et et i e nes

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B N/A

22. 2% of combined agyregale debit ilems as shown in Formula lor Reserve Requiremen!s pursuant to Rule 15¢3-3

preparep as ol the date of the net capilal computation inctuding both brokers or dealers

and consolidated subsidianies’ Gebils ... ... .. ... ti ittt e e s 387
23. Minimum dollar nel capital requirement ol reporting broker or dea'er and minimum net capilal —
requirement ol subsidiaries computed in accordance With NOIC (A} ..t tut ettt it iainns 3 Ny 388
24, Nel cap:tal requirement (Qreater Of TINE 22 OF 23] ..ttt ittt et e et et e e e e e e e e S . 376
25. Excess nel €apital (HNe 10 1858 24) ... iiiut it ettt ittt e e e e s ' 39
-26. Percentage of Nel Copital to Aggregate Debils (ling 10 = by Hne 17 PBGE B) . ..ovvrriinenrineieinennennns % ) 385
27. Percentage of Net Capital, aller anucipated capital withdrawals, to Aggregate Debils
'(line 10 Tess ltem 4880 page 11 <= by line 17 Page B) .. ittt ettt ot e e e e e %o I?a—s;
2B. Nert capital in excess of: - .
5% ol combined aggregate debit items 0rB 120,000 . ...ttt e e e e Ts [_3?2
OTHER RATIOS
Part C N/A
29. Percentage of debt to debt-equily total compuled in accordance wilh Rule 15¢3-1 (d) e % T EB_E
30. Optiohs deductions/Net Capital ratio {1000% lest) total deductions exclusive of hqurdating equity under
Rule 15¢3-1(a)(6), (a)(7) and (FH2)(x) == Nel CEPHAL 4\ v u'utt e ettt e e ie s e e et e e e e % [ase

NOTES:

(A) The minimum net capital requirement should be compuled by adding the minimum dollar net capital requirement
ol the reporting broker dealer and, for each subsidiary 1o be consolidated, the greater ol;
1. Minimum dollar net capilal requirement, or
2. 6-2/3% of aggregate indebtedness or 2% of. aggregate debits if alternative method is used,

(B) Do not deduct the value of securilies borrowed under subordination agreements or secured demand notes
covered by subordination agreemenls not in satisfaclory la:m and the market values ol memberships in

exchanges contributed lor use of company (contra to item 1740) and pariners’ securities which were
included in non-allowable assets.

{C) For reports filed pursuant lo paragraph (d) ol Rule 17a-5, respondent should provide a list ol material
non-allowable assels. . :

3/83 . Page 17




FIRST WINSTON SECURITIES, INC.
AS OF DECEMBER 31, 2004

RECONCILIATION OF COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE SECURITIES
AND EXCHANGE COMMISSION WITH COMPANY'S COMPUTATION (included in Part ll of X-17A-5 as of
December 31, 2004)

There is no material difference in net capital computed in this report and that reported by the Company in Part
Il of Form X-17A-5 as of December 31, 2004.




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER OR DEALER . . .. : asof
First Winston Securities, Inc.

'COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
(See Rule 15¢3-3, Exhibit A and Related Noles)

CREDIT BALANCES

1. Free credit balances and other credit balances in customers’ )
security accounts (see Note A, Exhibit A, Rule 15¢3-3) .........cinivvvnnen Tos i 4340 ]

2. Monies borrowed collateralized by securities carried for the accounts

of customers (see NOe B) ...ttt ie e eneraeraennas 4350

3. Monies payable against customers’ securities loaned (see Nole C) ........... 4360

4, Cuslomers' securities lailed 1o receive (see Note D) ... ... ooiniiiiinn, 4370

5. Credit balances in firm accounls which are attributable to

principal 5ales 10 CUSIOMEIS .. .. . ittt it ie it it aaaerennans I 4380 I

6. Market value of stock dividends, stock splits and simitar distribulions

receivable outstanding over 30 €alendar days .. .......overeriiiireirnenns 4390

7. **Markel value ol shorl securily count differences over 30 calendar days old . : 4400

8. ‘**Market value ol short securities and credils {not 10 be olfset by tongs or by
v l '
debifs) in all suspense accounts over 30 calendar days . .........cc.cuveunas “” 4410

9. Market value ol securilies which are in transter in excess ol 40 calendar days
and have nol been conlirmed 1o be in transfer by the transter agenl or
the issuer during the 40 days . ......ueetitoinentons et ainanineanenns 4420
OREr {LIST) .0\t e ettt et e e e e B R 4425

11. TOTAL CREDITS

12. **Debit balances in customers' cash and margin accounts excluding unsecured
accounts and accounts doubtiul of collection net ol deductions pursuant to

Note E. Exhibit A, Rule 15€3-3 ... ..oivuiuiininiiiinennes crennneninns $ 14440|
13. Securities borrowed 10 ellectuate short sales by customers and

securilies borrowed 10 make delivery on customers’

securities failed lo deliver ... ... . . i i i i e e 4450

14, Failed to deliver o! cuslomers’ securities nol older than 30 calendar days ...... 4460

15. Margin required and on deposit with the Oplicns
Clearing Corporation for all option conlracts

l DEBIT BALANCES

writlen or purchased in customer accounts (See Note F) .......coveeennn. 4465
16, OMNET (LISI) ...\t iet e ettt et e e e e oo | 4489
17. “Aggregale el IBMS L i e e e e e Y $ 447¢
18. *‘less 3% (for alternative method only — see Rule 1563-1 {1} {5) (1)) + v rorennron e et iaereeneeans 24n
19, T TOTAL 15633 DEBITS 1%ttt ittt tnt ettt et e e et e e e e et e e e et e e et 4472
RESERVE COMPUTATION ) —
20. Excess of lotal debils over lotal credits (N 191es51ine 11) L . . .\t vt T 448¢C
21. Excess of tolal credils over tolal debits (1IN 111658 1IN@ 19) . ...ttt ottt 44s8¢
22. It computation permilied on a monthly basis, enter 105% of
excess of total credils over 10181 debils L. . . s it i e i e e e
23. Amount held on deposit in ““Reserve Bank Account{s)”, including
value of qualitied securities, al end Of TePOIING PEIIOG . ..t ittt ittt it e ittt aretansnns l 4510
24. Amount of deposit (or withdrawal) including [_4-5—5
$ | 4515 | value Of QUAlified SECUMILIES . . ovvererrennnrnssiness ettt
25. New amount in Reserve Bank Account(s) after adding deposil or sublracling withdrawal including E o r;;a
[3 | 4525] VAU Of QUALITIEE SECUTIIIES v veveoensernsoesesetssonoaannrvanesonssrsennonans s 2540
26. Date of Geposil (MM DY) Lttt ittt ir ettt ettt sata s e it i OMIT PENNIE
FREQUENCY OF COMPUTATION
27. Daily [ 4332]  weeny , [4333] Monthiy - [a333]
**in the event the Net Capial Requirement is computed under the alternative melhod this "Reserve Formula'™ shall be
prepared in accordance wilh Lhe requiremenis ol paragraph (!) of Rule 15:3
. . : ‘ Page 19
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1l

BROKER OR DEALER ' ‘ asof (19731 70475

First Winston Securities, Inc.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (conlinued)

EXEMPTIVE PROVISIONS
28. if an exemplion from Rule 15¢3-3 is claimed, ’idemiry below the seclion upon
which such exemplion is based (check one only)

A, [k} (1)—8$2,500 capital category as per RUlE 18830 i i i i e e e

I 455¢(

B. (k) ({2)}(A)—"Special Account lor the Exclusive Benelit ol
customers’™ mainlained

=

C. (k) (2}B)—All customer transaclions cleared through another
broker-dealer on a lully disclosed basis. Name ol clearing

. \ I l
firm. n 4335 457(
D. (k} (3)—Exemptled by order Of the CoOMMISSION ...ttt ittt ettt et e st et e re 4587
Informalion for Possession or Conlrol Requirements Under Rule 15¢3-3
State the marketl valualion and the number of items of: )
1. Customers’ fully paid securities and excess margin securities not in the respondent's possession
or control as of the report date (for which instruclions to reduce to possession or conlrol had
been issued as of the report dale) but for which the required actlion was not taken by respondent
within the.time rames specified under Rule 15¢3-3. NoteS A and B ...ovviiiiiiiiii it erncennnsansvons $ 458¢
A, NUMBEE OF HEMS L vt vt et et teetee e te e et te ettt ettt e e tns e s seeetr s e etannsseensrannenarses s 4563

2. Customers® fully paid securilies and excess margin securilies for which inslruclions to reduce
lo possession or control had notl been issued as of the report daie, excluding items arising
from “lemporary lags which resull from normal business operations’™ as permilted under

458¢

Rule 15c3-3. Notes B, C and D .. .ttt it vttt e it inetaeesneranoenaarosanscnscns PN $
F T T e B 1T YRR J 458:
V OMIT PENNIE

" t
3. The system and procedures utilized in complying with the requirement to maintain physical possession or
control of customers' fully paid and excess margin securilies have been tested and are functioning in a

manner adequale to lullill the requirements of Rule 15¢3-3 ......vvvvinnnns. Yes 4584 No

NOTES

A—Do not include in item one cuslomers' lully paid and excess margin securities required by Rule 15¢ 3-3 to be in
possession or control bul for which no action was required by the respondent as of the report date or required action
was laken by respondent within the lime frames specilied under Ruie 15¢3-3. )

B — State separalely in response to items one and two whelher the securities reported in response thereto were
subsequently reduced to possession or conlrol by the respondent.

C—Be sure lo include in item two only items nol arising-from “temporary lags which result from normal business
operations™ as permilléd under Ru'e 15c3-3. 3

D —ltem two must be responded to only with report which is liled as of the dale selecled for the broker's or dealer's
anr\,'ual audit of financial stalements, whether or not such dale is the end of a calendar quarter. The response lo item
two should be filed within 60 calendar days after such date, rather than with the remainder of this report. This
inlormation may be required on a more frequent basis by the Commission or the designated examining authotity
in accordance with Rule 17a:5(a)(2){iv). ’

3/78
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1i

BROKER OR DEALER . | . asof 12731045 1 s
First Winston Securities, Inc. I

SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
CUSTOMERS' REGULATED COMMODITY FUTURES ACCOUNTS

SEGREGATION REQUIREMENTS

1. Net ledger balance:

7010
B. SeCUNtIES (ALIMAIKEE) vt it et ittt ite it ettt eetas st atnetsentertanesoaeennonotaneonnanan 7020

pS

g

s
"

2. Netunrealized profit (foss) in open futures contracts traded onacontract markel ... . ivin i iinneareannnacnnensan 7030

3. Exchange traded options:
A. Add: Market Value of open option contracts purchased on a contract market ,........ T ' mﬁ]
B. Deduct: Market Value of open option contracts granled (sold)onacontractmarkel .. ...vuvviininn e nirerennnan ( )| 7033
4, Net equity (delicit) 10181 0F 1, 2 N0 B) Lo\ tuit ittty ettt te e e totereereeneraeesseenaraneoniorsvessercanes oo i

] 7040 ]
5. Add accounts liquidating to a delicit and accounts with debit balances withnoopentrades .......ocvveeiviereernnns ‘ | 7050 ]
6. Amount required to be segregated (total of 4 and 5) BRI L

FUNDS ON DEPOSIT IN SEGREGATION

7. Deposited In segregated funds bank accounts:

I T 07 1 e e $ 7070 |

B. Securities representing invesiments of customers' funds (at market} ... iiiiiiiiiiiiiiiiiiaeaes e TOBOJ

C. Securities held for particular customers or option customers inlieu of cash (at market) .....ooeiunnnss PR P 7090

8. Margins on deposit with ¢learing organizations of contract markets:

~
-
Y
i=1

C. Securilies held for particutar customers or option customers inlieuof cash(at market ..o evvvennunnne.

-3
-
~n
o

9. Settlement due from (to) clearing organizations of contract markets . ....ovvvrennne.n. P, e
10. Exchange traded options:

8

A. Add: Unrealized receivables for option contracts purchased oncontract markels. .....ouvieeerevncnanenrnnrans 7132

B. Deduct: Unrealized obligations for option contracts granted (sold) on contract markets ........... Crebeeereenans ) 7133
1. Netequilieswith other FCMS ... .vtviiiivnnrerennereeennerens P
12. Segregaled funds on hand:

?

(9]

o

v

=2
Nl Nl
- -
o o
o (=1

B. Securities representing investments of customers’ funds (at ma(kel) .................................. N

2

C. Securities held for particular customers inlieu of cash (@l market). ...ocovvvininrnneeenene..
13. Total amount In segregation {101l 0f 7 ATOUGN 12) « 1t ettt uuteeiir ettt etatr e etiernrenreneeraseessenrennons s
14, Excess (insufficiency) funds In segregation (13 minus 6)

~H ~
afl -
@il ~
ol| o

(%]
~
-
8
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

l BROKER OR DEALER

asot L 12/31/0677"
First Winston Securities, Inc

Type of Proposed
withdrawal or
Accrual
See below for
code lo enter

Ownership Equity and Subordinated Liabilities maturing or proposed 1o be
withdrawn within the next six monlhs and accruals, (as delined below),
which have not been deducted in the compulation of Net Capital.

N/A Amzunt to be Wilh- (MMODYY) Expect
. Insider or drawn (cash amount Withdrawal or lo
Qutsider? and/or Net Capital Malurity Renew
Name o! Lender or Contributor (1n or Out) Va'ue ol Securities) Da'e (yes of no)

bl

WITHORAWAL CODE:

M 4600 [as01] [as02]s [as03] [4604] [as0s
; [l [eem]  [aerd] Mool o] w15
Y [ae30] [as31] [as32] [4633] [a63s] 4535
' =0 (aoi] _ [wowd] [z [eas] [
! =0 (il (el [ee3) (o] [as
: [asst] (o] [aem) e85 sl [wess
TOTAL s " [a899°]
' OMIT PENNIES
*To agree wilh Ihe tolal on Recap (ltem No. 4880}
Instructions:  Detail lisling must include the total of items maturing during the six morth period following the

report date, regardiess of whether or nol the capital contribulion is expecled 1o be renewed. The
schedule must also include proposed capital withdrawals scheduled within the six month

period following the report date including the proposed redemption of stock and payments ol .
liabilities secured by lixed assets (which are considered allowable assels in the capita! computation
pursuant to Rule 15¢3-1(c)(2){iv)), which could be required by the lender on demand ot in less

than six months,

DESCRIPTION

Equity Capital
Subordinated Liabilities
Accruals

15¢3-1{c)(2){iv) Liabilities
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_FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 11

ROKER OR DEALER asof o 12/3T/04 "
First Winston .Securities, Inc.
FINANCIAL AND OPERATIONAL DATA

N/A

1. Month ead totof number of stock recarnd hreaks uniesolved over three business days Valuation Number
A Dreaks 1Ong .. e S 4890 43800
v
B. treaksshorr oL S e FE :’ $ 4310, 4320

"

Is the hiem o compliance with Rulir 173 13 reqarding pefianhic count and

venfication of secunities positions and locatians at teast once 1n each . . ) ’

catend,e quarter? (Check onel . . . R .................................. Yes E No Ej
A) 1l response s negative attach explanation of steps being taken 1o comply with Rule 17a-13.

2. Prrsoningd emplayed at end of reporting peciod

A IncamP DIotUCING PeISONNE . . e e e 4950

B. Nonancome producing personnel Lall ather) L . 4960

C oToml e i * |agz0
4 Actual numbier of tickets executed during cuvient monthv ol reporung peniod L, ... L. P . 4980
5  Number ol corrected customer conlirmatinns mastedl after settlementdate .. ... ... ... e e 4990

No. of ltems Debit [Short Value) No. of tiems Credn (Long Value)

6 Money dilferences - M “[s000] s 5010 5020] Y 5030
7 Securtly suspense accounts, ... ... e 5040| $ 5050 5060 $ 5070
8  Srcurnity chffrmence occounts. ... .. ... ... .. 5080 $ 5090 : 5100 $ 5110
9. Commordily suspCASE 3CCOUNiS. ... . .. ... .. 5120 $ 5130 5140 $ 5150
0  Ovpen transactions with correspondnnts,

other brokers, clearning organizations,
depositories and interoffice and
intereampany accounts which cnuld
result in a charqe-unresnived

amounts over 30 catendar days .. . ... ... I 8160 l 3 15170 I 5180 S 5190'

1 Bank account reenncilidtions-unresolved

amuunts avee 30 calendar days .. .. ... .. I 5200 l ys 15210 I,'l I 52204' S : ]5230]
2 Open transters nver 40 calendar days, ’ ~
L 5250' ISZGOI S IS270’

natconbemed L L. e 5240 l $ 7

3. Transactinng in re0rQdNization accounts.

over 60 calendar days ... ... M 5280| S 5290 5300| ¥s 5310
a4 Tota o 5320, $ .- 5330 5340] 3 ~ 7 |s350
S. Failed to deliver 5 business days or longer {21 business days or No. of {iems Ledger Amount Macket Value
tonger in the case of Municipal Securitiesl .. ... ....... e, 5360$ {5361] s [5362]
6. Failed 1o receive 5 business days or tonger (21 business days or R e
longer in the case of Municipal Securities) ................ l5353j$ ISM S E@
l‘ 7 Secunity concentrations {See instructiuns in Part 1) ’
A PrOD R Y POSIIONS L ettt et e e e e L S 5370
B Customers wecounts under Rule 15633 Lttt e e e s 5374
18 Tt of presoal caprtal LOTFOWINGS HUE WIRIA SIX MANTRS | L e e S____. 5378
|\9 taximum harcuts on underwriing commitments duting The PEOOA ot e et e ys 5380
20 Pugnnea caprtal expenditures or business expansion dunng next $ix MONTRS L L.ttt e e S ‘ 5382
21 Latnlites of other individuals or 0rgamizalions quariniee Dy resPORAENT ... ..ttt e S 5384
t? Len50 3NM] rentals Payable WItRIN ONE YBAT . ot c ettt tn it ettt et e s 5386
3 Aquregate Inase and rental commitments payable for entire term of the lease
A Gr58 . e a $ 5388
B UNET v o e e e e e e $ 5390
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Stockholders and Directors
First Winston Securities, Inc.
Winston-Salem, North Carolina

INDEPENDENT AUDITORS' REPORT ON
INTERNAL CONTROL STRUCTURE

In planning and performing our audit of the financial statements of First Winston Securities, Inc. (the Company),
for the year ended December 31, 2004, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study
of the practices and procedures followed by the Company, including tests of such practices and procedures that
we considered relevant to the objectives stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and the reserve required by rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin securities
of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining an internal control structure
and the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related costs of
internal control structure policies and procedures, and of the practices and procedures referred to in the
preceding paragraph, and to assess whether those practices and procedures can be expected to achieve the
SEC's above mentioned objectives.

Two of the objectives of an internal control structure and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the Company has responsibility
are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management’s authorization and recorded properly to permit the preparation of financial
statements in accordance with U. S. generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.




Because of inherent limitations in any internal control structure or the practices and procedures referred to
above, errors orirregularities may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate. Our consideration of the internal control structure
would not necessarily disclose all matters in the internal control structure that might be material weaknesses
under standards established by the American Institute of Certified Public Accountants. A material weakness is a
condition in which the design or operation of the specific internal control structure elements does not reduceto a
relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving the internal control
structure, including procedures for safeguarding securities, that we consider to be material weaknesses as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordances with the
Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based on
this understanding and on our study, we believe that the Company's practices and procedures were adequate at
December 31, 2004, to meet the Commission’s objectives.

This report is intended solely for the information and use of management, the SEC, The New York Stock

Exchange and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in
their regulation of registered brokers and dealers, and should not be used for any other purpose.

Qo rtm ¢ Qure, LLP

Winston-Salem, North Carolina
January 13, 2005




